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Connecticut Standard Valuation Law 

Sec. 38a-78-1. Purpose 
The purpose of sections 38a-78-1 to 38a-78-10, inclusive, of these regulations is 

to prescribe: 
(a) guidelines and standards for statements of actuarial opinion which shall be 

submitted in accordance with subsection (b) of section 38a-78 of the Standard 
Valuation Law, and for memoranda in support thereof; 

(b) guidelines and standards for statements of actuarial opinion which shall be 
submitted when a company is exempt from subdivision (2) of subsection (b) of 
section 38a-78 of the Standard Valuation Law; and 

(c) rules applicable to the appointment of an appointed actuary. 
(Effective September 28, 1993) 

Sec. 38a-78-2. Authority 
This regulation is promulgated pursuant to the authority vested in the insurance 

commissioner of the State of Connecticut under section 38a-78 (b) of the Connecticut 
General Statutes. 

(Effecrive September 28, 1993) 

Sec. 38a-78-3. Applicability and scope 
Except as otherwise specifically provided, sections 38a-78-1 to 38a-78-10, inclu- 

sive, of these regulations shall apply to all life insurance companies and fraternal 
benefit societies doing business in this state and to all life insurance companies and 
fraternal benefit societies which are authorized to reinsure life insurance, annuities 
or accident and health insurance business in this state. Sections 38a-78-1 to 38a- 
78-10, inclusive, of these regulations shall be applicable to all annual statements 
filed with the commissioner after the effective date of this regulation. Except with 
respect to companies which are exempted pursuant to section 38a-78-6 of these 
regulations, a statement of opinion on the adequacy of the reserves and related 
actuarial items based on an asset adequacy analysis in accordance with section 38a- 
78-8 of these regulations, and a memorandum in support thereof in accordance with 
section 38a-78-9 of these regulations, shall be required each year. Any company 
so exempted must file a statement of actuarial opinion pursuant to section 38a-78- 
7 of these regulations. 

Notwithstanding the foregoing, the commissioner may require any company other- 
wise exempt pursuant to this regulation to submit a statement of actuarial opinion 
and to prepare a memorandum in support thereof in accordance with sections 38a- 
78-8 and 38a-78-9 of these regulations if, in the opinion of the commissioner, an 
asset adequacy analysis is necessary with respect to the company. 

(Effective September 28, 1993) 

Sec. 38a-78-4. Definitions 
As used in sections 38a-78-1 to 38a-78-10, inclusive of these regulations: 
(a) "Actuarial Opinion" means: 
(1) With respect to Sections 38a-78-8,38a-78-9 or 38a-78-10 of these regulations, 

the opinion of an appointed Actuary regarding the adequacy of the reserves and 
related actuarial items based on an asset adequacy test in accordance with Section 
38a-78-8 of these regulations and with presently accepted actuarial standards; I 

(2) With respect to section 38a-78-7 of these regulations, the opinion of an I 

appointed actuary regarding the calculation of reserves and related items, in accord- ! I 

ance with section 38a-78-7 of these regulations and with presently accepted actuarial 
standards which relate to this section 38a-78-7 opinion. 
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(b) "Actuarial Standards Board" is the board established by the American Acad- 
emy of Actuaries to develop and promulgate standards of actuarial practice. ( 

(c) "Annual Statement" means that statement required by Section 38a-53 of the 
Connecticut General Statutes to be filed by the company with the commissioner 
annually. 

(d) "Appointed Actuary" means any individual who is appointed or retained in 
accordance with the requirements set forth in subsection (c) of section 38a-78-5 of 
these regulations to provide the actuarial opinion and supporting memorandum as 
required by subsection (b) of section 38a-78 of the Standard Valuation Law. 

(e) "Asset Adequacy Analysis" means an analysis that meets the standards 
and other requirements referred to in subsection (d) of section 38a-78-5 of these 
regulations. It may take many forms, including, but not limited to, cash flow testing, 
sensitivity testing or applications of risk theory. 
(0 "Commissioner" means the insurance commissioner of the State of Con- 

necticut. 
(g) "Company" means a life insurance company, fraternal benefit society or 

reinsurer subject to the provisions of these regulations. 
(h) "Non-Investment Grade Bonds" are those designated as classes 3, 4, 5 or 6 

by the NAIC Securities Valuation Office. 
(i) "Qualified Actuary" means any individual who meets the requirements set 

forth in subsection (b) of section 38a-78-5 of these regulations. 
0) "Standard Valuation Law" means sections 38a-77 and 38a-78 of the Connecti- 

cut General Statutes. 
(Effective September 28, 1993) 

Sec. 38a-78-5. General requirements 
(a) Submission of Statement of Actuarial Opinion. (1) There is to be included 

on or attached to page 1 of the annual statement for each year beginning with the 
year in which this regulation becomes effective the statement of an appointed actuary, 
entitled "Statement of Actuarial Opinion," setting forth an opinion relating to 
reserves and related actuarial items held in support of policies and contracts, in 
accordance with section 38a-78-8 of these regulations; provided, however, that any 
company exempted pursuant to section 38a-78-6 of these regulations from submitting 
a statement of actuarial opinion in accordance with section 38a-78-8 of these regula- 
tions shall include on or attach to page 1 of the annual statement a statement of 
actuarial opinion rendered by an appointed actuary in accordance with section 38a- 
78-7 of these regulations. 

(2) If in the previous year a company provided a statement of actuarial opinion 
in accordance with section 38a-78-7 of these regulations, and in the current year 
fails the exemption criteria of subdivision (1) of subsection (c) of section 38a-78- 
6 of these regulations, subdivision (2) of subsection (c) of 38a-78-6 of these regula- 
tions or subdivision (5) of subsection (c) of 38a-78-6 of these regulations to again 
provide an actuarial opinion in accordance with section 38a-78-7 of these regulations, 
the statement of actuarial opinion in accordance .with section 38a-78-8 of these 
regulations shall not be required until August 1 following the date of the annual 
statement. In this instance, the company shall provide a statement of actuarial 
opinion in accordance with section 38a-78-7 of these regulations with appropriate 
qualification noting the intent to subsequently provide a statement of actuarial 
opinion in accordance with section 38a-78-8 of these regulations. 

(3) In the case of a statement of actuarial opinion required to be submitted by a 
foreign or alien company, the commissioner may accept the statement of actuarial 
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opinion filed by such company with the insurance supervisory regulator of another 
\ state if the commissioner determines that such opinion reasonably meets the require- 

ments applicable to a company domiciled in this state. 
(4) Upon written request by the company, the commissioner may grant an exten- 

sion of the date for submission of the statement of actuarial opinion. 
(b) Qualified Actuary. A "qualified actuary" is an individual who: 
(1) is a member in good standing of the American Academy of Actuaries; and 
(2) is qualified to sign statements of actuarial opinion for life and health insurance 

company annual statements in accordance with the American Academy of Actuaries 
qualification standards for actuaries signing such statements; and 

(3) is familiar with the valuation requirements applicable to life and health insur- 
ance companies; and 

(4) has not been found by the commissioner (or if so found has subsequently 
been reinstated as a qualifield actuary), following appropriate notice and hearing 
to have: 

(A) violated any provision of, or any obligation imposed by, the insurance law 
or other law in the course of his or her dealings as a qualified actuary; or 

(B) been found guilty of fraudulent or dishonest practices; or 
(C) demonstrated his or her incompetency, lack of cooperation, or untrustworthi- 

ness to act as a qualified actuary; or 
(D) submitted-to the commissioner during the past five years, pursuant to this 

regulation, an actuarial opinion or memorandum that the commissioner rejected 
because it did not meet the provisions of this regulation including standards set by 
the Actuarial Standards Board; or 

I (E) resigned or been removed as an actuary within the past five years as a result 
\ of acts or omissions indicated in any adverse report on examination or as a result 

of failure to adhere to generally acceptable actuarial standards; and 
(5) has not failed to notify the commissioner of any action taken by any insurance 

commissioner of any other state similar to that under subdivision (4) of this sub- 
section. 

(c) Appointed Actuary. An "appointed actuary" is a qualified actuary who is 
appointed or retained to prepare the Statement of Actuarial Opinion required by 
this regulation, either directly by or by the authority of the board of directors through 
an executive officer of the company. The company shall give the commissioner 
timely written notice of the name, title (and, in the case of a consulting actuary, 
the name of the firm) and manner of appointment or retention of each person 
appointed or retained by the company as an appointed actuary and shall state in 
such notice that such person meets the requirements set forth in subdivision (b) of I 

this section. Once notice is furnished, no further notice is required with respect to 
this person, provided that the company shall give the commissioner timely written 
notice in the event the actuary ceases to be appointed or retained as an appointed 
actuary or to meet the requirements set forth in subdivision (b) of this section. If 
any person appointed or retained as an appointed actuary replaces a previously 
appointed actuary, the notice shall so state and give the reasons for replacement. 
An actuary nominated to replace an appointed actuary should consult the previous 
appointed actuary to determine whether reason exists to decline the appointment. I 

If reason exists to decline the appointment, the source of conflict should be resolved, I 

or the appointment declined. 
(d) Standards for Asset Adequacy Analysis. The asset adequacy analysis 

required by this regulation: 
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(1) shall conform to the standards of practice as promulgated from time to 
time by the Actuarial Standards Board and on any additional standards under this 
regulation, which standards are to form the basis of the statement of actuarial opinion 
in accordance with section 38a-78-7 of these regulations; and 

(2) shall be based on methods of analysis as are deemed appropriate for such 
purposes by the Actuarial Standards Board. 

(e) Liabilities to be Covered. (1) Under authority of subsection (b) of section 
38a-78 of the Standard Valuation Law, the statement of actuarial opinion shall apply 
to all in force business on the statement date regardless of when or where issued, 
e.g., reserves of Exhibits 8, 9 and 10, and claim liabilities in Exhibit 11, Part 1 and 
equivalent items in the separate account statement or statements. 

(2) If the appointed actuary determines as the result of asset adequacy analysis 
that a reserve should be held in addition to the aggregate reserve held by the company 
and calculated in accordance with methods set forth in subsections (g), (h), Cj), (k) 
and (1) of section 38a-78 of the Standard Valuation Law, the company shall establish 
such additional reserve. 

(3) Additional reserves established under subdivision (2) of subsection (e) of this 
section and deemed not necessary in subsequent years may be released. Any amounts 
released must be disclosed in the actuarial opinion for the applicable year. The 
release of such reserves shall not be deemed an adoption of a lower standard 
of valuation. 

(Effective September 28, 1993) 

Sec. 38a-78-6. Required opinions 
(a) General. In accordance with subsection (b) of section 38a-78 of the Standard 

Valuation Law, every company doing business in this state shall annually submit 
the opinion of an appointed actuary as provided for by this regulation. The type of 
opinion submitted shall be determined by the provisions set forth in this section 
and shall be in accordance with the applicable provisions in sections 38a-78-1 to 
38a-78-10 of these regulations. 

(b) Company Categories. For purposes of this regulation, companies shall be 
classified as follows based on the admitted assets as of the end of the calendar year 
for which the actuarial opinion is applicable: 

(1) Category A shall consist of those companies whose admitted assets do not 
exceed $20 million; 

(2) Category B shall consist of those companies whose admitted assets exceed 
$20 million but do not exceed $100 million; 

(3) Category C shall consist of those companies whose admitted assets exceed 
$100 million but do not exceed $500 million; and 

(4) Category D shall consist of those companies whose admitted assets exceed 
$500 million. 

(c) Exemption Eligibility Tests. (1) Any Category A company that, for any year 
beginning with the year in which this regulation becomes effective, meets all of the 
following criteria shall be eligible for exemption from submission of a statement 
of actuarial opinion in accordance with Section 38a-78-8 of these regulations for 
the year in which these criteria are met. The ratios in (A), (B) and (C) of this 
subsection shall be calculated based on amounts as of the end of the calendar year 
for which the actuarial opinion is applicable. 

(A) The ratio of the sum of capital and surplus to the sum of cash and invested 
assets is at least equal to . lo.  
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(B) The ratio of the sum of the reserves and liabilities for annuities and deposits 
i to the total admitted assets is less than .30. 

(C) The ratio of the book value of the non-investment grade bonds to the sum 
of capital and surplus is less than .SO. 

(D) The Examiner Team for the National Association of Insurance Cornmission- 
ers (NAIC) has not designated the company as a first priority company in any of 
the two (2) calendar years preceding the calendar year for which the actuarial opinion 
is applicable, or a second priority company in each of the two (2) calendar years 
preceding the calendar year for which the actuarial opinion is applicable, or the 
company has resolved the first or second priority status to the satisfaction of the 
insurance commissioner of the state of domicile and the commissioner has so notified 
the chair of the NAIC Life and Health Actuarial Task Force and the NAIC Staff 
and Support Office. 

(2) Any Category B company that, for any year beginning with the year in which 
this regulation becomes effective, meets all of the following criteria shall be eligible 
for exemption from submission of a statement of actuarial opinion in accordance 
with section 38a-78-8 of these regulations for the year in which the criteria are met. 
The ratios in (A), (B) and (C) below shall be calculated based on amounts as of 
the end of the calendar year for which the actuarial opinion is applicable. 

(A) The ratio of the sum of capital and surplus to the sum of cash and invested 
assets is at least equal to .07. 

(B) The ratio of the sum of the reserves and liabilities for annuities and deposits 
to the total admitted assets is less than .40. 

(C) The ratio of the book value of the non-investment grade bonds to the sum 
of capital and surplus is less than S O .  

(D) The Examiner Team for the National Association of Insurance Cornmission- 
ers (NAIC) has not designated the company as a first priority company in any of 
the two (2) calendar years preceding the calendar year for which the actuarial opinion 
is applicable, or a second priority company in each of the two (2) calendar years 
preceding the calendar year for which the actuarial opinion is applicable, or the 
company has resolved the first or second priority status to the satisfaction of the 
insurance commissioner of the state of domicile and the commissioner has so notified 
the chair of the NAIC Life and Health Actuarial Task Force and the NAIC Staff 
and Support Office. 

(3) Any Category A or Category B company that meets all of the criteria set 
forth in paragraph (1) or (2) of this subsection, whichever is applicable, is exempted 
from submission of a statement of actuarial opinion in accordance with section 38a- 
78-8 of these regulations unless the commissioner specifically indicates to the 
company that the exemption is not to be taken. 

(4) Any Category A or Category B company that, for any year beginning with 
the year in which this regulation becomes effective, is not exempted under paragraph 
(3) of this subsection shall be required to submit a statement of actuarial opinion 
in accordance with section 38a-78-8 of these regulations for the year for which it 
is not exempt. 

(5) Any Category C company that, after submitting an opinion in accordance 
with section 38a-78-8 of these regulations; meets all of the following criteria shall 
not be required, unless required in accordance with paragraph (6) of this subsection, 
to submit a statement of actuarial opinion in accordance with section 38a-78-8 of 
these regulations more frequently than every third year. Any Category C company 
which fails to meet all of the following criteria for any year shall submit a statement 
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of actuarial opinion in accordance with section 38a-78-8 of these regulations for 
that year. The ratios in (A), (B) and (C) of this subsection shall be calculated based ( 
on amounts as of the end of the calendar year for which the actuarial opinion 
is applicable. 

(A) The ratio of the sum of capital and surplus to the sum of cash and invested 
assets is at least equal to .05. 

(B) The ratio of the sum of the reserves and liabilities for annuities and deposits 
to the total admitted assets is less than 50. 

(C) The ratio of the book value of the non-investment grade bonds to the sum 
of the capital and surplus is less than SO. 

(D) The Examiner Team for the National Association of Insurance Commission- 
ers (NAIC) has not designated the company as a first priority company in any of 
the two (2) calendar years preceding the calendar year for which the actuarial opinion 
is applicable, or a second priority company in each of the two (2) calendar years 
preceding the calendar year for which the actuarial opinion is applicable, or the 
company has resolved the first or second priority status to the satisfaction of the 
insurance commissioner of the state of domicile and the commissioner has so notified 
the chair of the NAIC Life and Health Actuarial Task Force and the NAIC Staff 
and Support Office. 

(6) Any company which is not required by this section to submit a statement of 
actuarial opinion in accordance with section 38a-78-8 of these regulations for any 
year shall submit a statement of actuarial opinion in accordance with section 38a- 
78-7 of these regulations for that year unless as provided for by the second paragraph 
of section 38a-78-3 of these regulations the commissioner requires a statement of 
actuarial opinion in accordance with section 38a-78-8 of these regulations. 

(d) Large Companies. Every Category D company shall submit a statement of 
actuarial opinion in accordance with section 38a-78-8 of these regulations for each 
year beginning with the year in which this regulation becomes effective. 

(Effective September 28, 1993) 

Sec. 38a-78-7. Statement of actuarial opinion not including an asset ade- 
quacy analysis 

(a) General Description. The statement of actuarial opinion required by this 
section shall consist of a paragraph identifying the appointed actuary and his or her 
qualifications; a regulatory authority paragraph stating that the company is exempt 
pursuant to this regulation from submitting a statement of actuarial opinion based 
on an asset adequacy analysis and that the opinion, which is not based on an 
asset adequacy analysis, is rendered in accordance with section 38a-78-7 of these 
regulations; a scope paragraph identifying the subjccts on which the opinion is to 
be expressed and describing the scope of the appointed actuary's work; and an 
opinion paragraph expressing the appointed actuary's opinion as required by subsec- 
tion (b) of section 38a-78 of the Standard Valuation Law. 

(b) Recommended Language. The following language provided is that which 
in typical circumstances would be included in a statement of actuarial opinion in 
accordance with this section. The language may be modified as needed to meet the 
circumstances of a particular case, but the appointed actuary should use language 
which clearly expresses his or her professional judgment. However, in any event 
the opinion shall retain all pertinent aspects of the language provided in this Section. 

(1) The opening paragraph should indicate the appointed actuary's relationship 
to the company. For a company actuary, the opening paragraph of the actuarial 
opinion should read as follows: \ 
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"I, [name of actuary], am [title] of [name of company] and a member of the 

i American Academy of Actuaries. I was appointed by, or by the authority of, the 
Board of Directors of said insurer to render this opinion as stated in the letter to 
the commissioner dated [insert date]. I meet the Academy qualification standards 
for rendering the opinion and am familiar with the valuation requirements applicable 
to life and health companies." 

For a consulting actuary, the opening paragraph of the actuarial opinion should 
contain a sentence such as: 

"I, [name and title of actuary], a member of the American Academy of Actuaries, 
am associated with the firm of [insert name of consulting firm]. I have been appointed 
by, or by the authority of, the Board of Directors of [name of company] to render 
this opinion as stated in the letter to the commissioner dated [insert date]. I meet 
the Academy qualification standards for rendering the opinion and am familiar with 
the valuation requirements applicable to life and health insurance companies." 

(2) The regulatory authority paragraph should include a statement such as the 
following: "Said company is exempt pursuant to regulation [insert designation] of 
the [name of state] Insurance Department from submitting a statement of actuarial 
opinion based on an asset adequacy analysis. This opinion, which is not based on 
an asset adequacy analysis, is rendered in accordance with Section [insert Section 
reference] of said regulation." 

(3) The scope paragraph should contain a sentence such as the following: "I 
have exarninedthe actuarial assumptions and actuarial methods used in determining 
reserves and related actuarial items listed below, as shown in the annual statement 
of the company, as prepared for filing with state regulatory officals, as of December 

/. 31. r 1." 
\ 

- - 
The paragraph should list items and amounts with respect to which the appointed 

actuary is expressing an opinion. The list should include but not be necessarily 
limited to: 

(A) Aggregate reserve and deposit funds for policies and contracts included in 
Exhibit 8; 

(B) Aggregate reserve and deposit funds for policies and contracts included in 
Exhibit 9: 

(C) Deposit funds, premiums, dividend and coupon accumulations and supple- 
mentary contracts not involving life contingencies included in Exhibit 10; and 

(D) Policy and Contract Claims-Liability End of Current Year included in 
Exhibit 11, Part I. 

(4) If the appointed actuary has examined the underlying; records, the scope 
paragraph should also include the following: 

"My examination included such review of the actuarial assumptions and actuarial 
methods and of the underlying basic records arid such tests of the actuarial calcula- 
tions as I considered necessary." 

(5) If the appointed actuary has not examined the underlying records, but has 
relied upon listings and summaries of policies in force prepared by the company 
or a third party, the scope paragraph should include a sentence such as one of 
the following: 

"I have relied upon listings and summaries of policies and contracts and other 
liabilities in force prepared by [name and title of company officer certifying in force 
records] as certified in the attached statement. (See accompanying affidavit by a 
company officer.) h other respects my examination included review of the actuarial 
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I 
assumptions and actuarial methods and such tests of the actuarial calculations as I 
considered necessary." ( I 

or I 
"I have relied upon [name of accounting firm] for the substantial accuracy of 

the in force records inventory and information concerning other liabilities, as certified I 

in the attached statement. In other respects my examination included review of the I 
actuarial assumptions and actuarial methods and such tests of the actuarial calcula- i 
tions as I considered necessary." I 

The statement of the person certifying shall follow the form indicated by subdivi- 
sion (10) of this subsection. I 

I 
(6) The opinion paragraph should include the following: "In my opinion the I 

amounts carried in the balance sheet on account of the actuarial items identified 
above: 

(A) are computed in accordance with presently accepted actuarial standards consis- 
tently applied and are fairly stated in accordance with sound actuarial principles; 

(B) are based on actuarial assumptions which produce reserves at least as great 
as those called for in any contract provision as to reserve basis and method, and 

: 
are in accordance with all other contract provisions; 

I 
(C) meet the requirements of the insurance law and regulations of the state of 

[state of domicile] and are at least as great as the minimum aggregate amounts 
required by the state in which this statement is filed; 

(D) are computed on the basis of assumptions consistent with those used in 
computing the corresponding items in the annual statement of the preceding year- 

1 
end with any exceptions as noted below; and 

(E) include provision for all actuarial reserves and related statement items which 
ought to be established. i 

The actuarial methods, considerations and analyses used in forming my opinion 
conform to the appropriate Standards of Practice as promulgated by the Actuarial 
Standards Board, which standards form the basis of this statement of opinion." 1 

(7) The concluding paragraph should document the eligibility for the company 
to provide an opinion as provided by this section. It shall include the following: 

"This opinion is provided in accordance with section 38a-78-7 of the Regulations 
of Connecticut State Agencies regarding the statement of actuarial opinion under 
the Standard Valuation Law. As such it does not include an opinion regarding the 
adequacy of reserves and related actuarial items when considered in light of the 
assets which support them. 

Eligibility to provide an opinion as provided by section 38a-78-7 is confirmed 
as follows: 

(A) The ratio of the sum of capital and surplus to the sum of cash and invested 
assets is [insert amount], which equals or exceeds the applicable criterion based on 
the admitted assets of the company (subsection (c) of section 38a-78-6). 

(B) The ratio of the sum of the reserves and liabilities for annuities and deposits 
to the excess of the total admitted assets insert amount], which is less than the 
applicable criteria based on the admitted assets of the company (subsection (c) of 
section 38a-78-6). 

(C) The ratio of the book value of'the non-investment grade bonds to the sum 
of capital and surplus is [insert amount], which is less than the applicable criteria 
of .so. 

(D) To my knowledge, the NAIC Examiner Team has not designated the company ; 
as a first priority company in any of the two (2) calendar years preceding the \ 
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calendar year for which the actuarial opinion is applicable, or a second priority 
i company in each of the two (2) calendar years preceding the calendar year for which 

the actuarial opinion is applicable or the company has resolved the first or second 
priority status to the satisfaction of the insurance commissioner of the state of 
domicile. 

(E) To my knowledge there is not a specific request from any insurance commis- 
sioner requiring an asset adequacy analysis opinion. 

Signature of Appointed Actuary 

Address of Appointed Actuary 

Telephone Number of Appointed Actuary" 

(8) If there has been any change in the actuarial assumptions from those 
previously employed, that change should be described in the annual statement or 
in a paragraph of the statement of actuarial opinion, and the reference in subdivision 
(6) (D) of this subsection to consistency should read as follows: 

". . . with the exception of the change described on 
Page [ ]'of the annual statement (or in the preceding 
paragraph). ' ' 

i T h e  adoption for new issues or new claims or other new liabilities of an actuarial 
assumption which differs from a corresponding assumption used for prior new issues 
or new claims or other new liabilities is not a change in actuarial assumptions within 
the meaning of this paragraph. 

(9) If the appointed actuary is unable to form an opinion, he or she shall refuse 
to issue a statement of actuarial opinion. If the appointed actuary's opinion is adverse 
or qualified, he or she shall issue an adverse or qualified actuarial opinion explicity 
stating the reason(s) for such opinion. This statement should follow the scope 
paragraph and precede the opinion paragraph. 

(10) If the appointed actuary does not express an opinion as to the accuracy and 
completeness of the listings and summaries of policies in force, there should be 
attached to the opinion the statement of a company officer or accounting firm who 
prepared such underlying data similar to the following: 

"I [name of officer], [title] of [name and address of company or accounting firm], 
hereby affirm that the listings and summaries of policies and contracts in force as 
of December 31, [ ] prepared for and submitted to [name of appointed actuary], 
were prepared under my direction and, to the best of my knowledge and belief, are 
substantially accurate and complete. 

Signature of the Officer of the Company 
or Accounting Firm 
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Address of the Officer of the Company 
or Accounting Firm 

Telephone Number of the Officer of the 
Company or Accounting Firm" 

(Effective September 28, 1993) 

Sec. 38a-78-8. Statement of actuarial opinion based on an asset adequacy 
analysis 

(a) General Description. The statement of actuarial opinion submitted in accord- 
ance with this section shall consist of: 

(1) a paragraph identifying the appointed actuary and his or her qualifications 
(see subdivision (1) of subsection (b) of this section); 

(2) a scope paragraph identifying the subjects on which an opinion is to be 
expressed and describing the scope of the appointed actuary's work, including a 
tabulation delineating the reserves and related actuarial items which have been 
analyzed for asset adequacy and the method of analysis, (see subdivision (2) of 
subsection (b) of this section) and identifying the reserves and related actuarial 
items covered by the opinion which have not been so analyzed; 

(3) a reliance paragraph describing those areas, if any, where the appointed 
actuary has deferred to other experts in developing data, procedures or assumptions 
(e.g, anticipated cash flows from currently owed assets, including variation in cash 
flows according to ecomomic scenarios (see subdivision (3) of subsection (b) of 
this section), supported by a statement of each such expert in the form prescribed 
by subsection (e) of this section; and 

(4) an opinion paragraph expressing the appointed actuary's opinion with respect 
to the adequacy of the supporting assets to mature the liabilities (see subdivision 
(6) of subsection (b) of this section). 

(5) one or more additional paragraphs will be needed in individual company 
cases as follows: 

(A) if the appointed actuary considers it necessary to state a qualification of his 
or her opinion; 

(B) if the appointed actuary must disclose the method of aggregation for reserves 
of different products or lines of business for asset adequacy analysis; 

(C) if the appointed actuary must disclose reliance upon any portion of the assets 
supporting the Asset Valuation Reserve (AVR) or other mandatory or voluntary 
statement reserves for asset adequacy analysis; 

(D) if the appointed actuary must disclose an inconsistency in the method of 
analysis or basis of asset allocation used at the prior opinion date with that used 
for this opinion; 

(E) if the appointed actuary must disclose whether additional reserves of the 
prior opinion date are released as of this opinion date, and the extent of the release; or 

(F) if the appointed actuary chooses to add a paragraph briefly describing the 
assumptions which form the basis for the actuarial opinion. 

(b) Recommended Language. The following paragraphs shall be included in 
the statement of actuarial opinion in accordance with this section. Language is that 
which in typical circumstances should be included in a statement of actuarial opinion. 
The language may be modified as needed to meet the circumstances of a particular 
case, but the appointed actuary should use language which clearly expresses his or 
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her professional judgment. However, in any event the opinion shall retain all pertinent 
aspects of the language provided in this section. 

(1) The opening paragraph should generally indicate the appointed actuary's 
relationship to the company and his or her qualifications to sign the opinion. For 
a company actuary, the opening paragraph of the actuarial opinion should read 
as follows: 

"I, [name], am [title] of [insurance company name] and a member of the American 
Academy of Actuaries. I was appointed by, or by the authority of, the Board of 
Directors of said insurer to render this opinion as stated in the letter to the comrnis- 
sioner dated [insert date]. I meet the Academy qualification standards for rendering 
the opinion and am familiar with the valuation requirements applicable to life and 
health insurance companies." 

For a consulting actuary, the opening paragraph should contain a sentence such as: 
"I, [name], a member of the American Academy of Actuaries, am associated 

with the firm of [name of consulting firm]. I have been appointed by, or by the 
authority of, the Board of Directors of [name of company] to render this opinion 
as stated in the letter to the commissioner dated [insert date]. I meet the Academy 
qualification standards for rendering the opinion and am familiar with the valuation 
requirements applicable to life and health insurance companies." 

(2) The scope paragraph should include a statement such as the following: 
"I have examined the actuarial assumptions and acharial methods used in 

determining reserves and related actuarial items listed below, as shown in the annual 
statement of the company, as prepared for filing with state regulatory officals, as 
of December 31, [ 1. Tabulated below are those reserves and related actuarial items 
which have been subjected to asset adequacy analysis." 

The paragraph should list items and amounts with respect to which the appointed ( actuary is expressing an opinion. The list should include but not necessarily be 
limited to the following statement items: 

(see chart on following page) 
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ACTUARIAL RESERVES AND LIABILITIES 

Adesuacv Tested Amounts Amounts Amount 

(1) (2) (3) (4) 
Annual Statement Formula Additional Analysis 0 t h e r =(1)+(2)+(3) 
Reserves and Liabii- 
ities Reserves Rese~esla)Method(b)Reserves Total 

EXHIBIT 8 
A life 
B annuity 
C sci 
D ai 
E active 
F disabled 
G misc 

Total (Pg3, li 1) - 
EXHIBIT 9 

A active 
0 claim 

Total (Pg3, li 2) - 
EXHIBIT 10 

1.1 prms Pg 3, li 10.1 
1.2 gic Pg 3, li 10.2 
1.3 othr dep Pg 3, li 10.3 

2 scni Pg 3, li 3 
3 accum Pg 3, li 5 

Total (Exhibit 10) - 
EXHIBIT 11, Pt. 1 

1 life Pg 3, li 4.1 
2 health Pg 3. li 4.2 

Total (Exh 11 Pt 1) - - 
SEPARATE ACCOUNTS 

wlguarantees Pg 11 , li 6 SA 
included on Pg 3, li 27 GA 

TOTAL RESERVES AND LIABILITIES - - 
ADDITIONAL RESERVE(c) 

IMR (Page - Line ) 80  80 
AVR (Page - Line -) $0 $0 

(a) The additional actuarial reserves are the reserves established under paragraph (2) of Section 38a 
78-5 (e). 

(b) The method of analysis, determined in accordance with the standards for asset adequacy analysis 
referred to in Section 38a-78-5 (d), must be indicated by symbols defined in footnotes to the table. 

(c) Display gross dollar amount of IMR and AVR in column (1). Display the dollar amount of AVR 
and/or IMR allocated for use in the reserve adequacy demonstration in column (2). 

(3) If the appointed actuary has relied on other experts to develop certain portions 
of the analysis, the reliance paragraph should include a statement such as the fol- 
lowing: 

"I have relied on [name], [title] for [e.g., anticipated cash flows from currently 
owned assets, including variations in cash flows according to economic scenarios] 
and, as certified in the attached statement, . . ." 

or 
"1 have relied on personnel as cited in the supporting memorandum for certain 

critical aspects of the analysis in reference to the accompanying statement." 
Such a statement of reliance on other experts should be accompanied by a statement i 

by each of such experts of the form prescribed by subsection (e) of this section. ' 
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(4) If the appointed actuary has examined the underlying asset and liability records, 
the reliance paragraph should also include the following: 

"My examination included such review of the actuarial assumptions and actuarial 
methods and of the underlying basic asset and liability records and such tests of 
the actuarial calculations as I considered necessary." 

(5) If the appointed actuary has not examined the underlying records, but has 
relied upon listings and summaries of policies in force andlor asset records prepared 
by the company or a third party, the reliance paragraph should include a sentence 
such as: 

"I have relied upon listings and summaries [of policies and contracts, of asset 
records] prepared by [name and title of company officer certifying in-force records] 
as certified in the attached statement. In other respects my examination included 
such review of the actuarial assumptions and actuarial methods and such tests of 
the actuarial calculations as I considered necessary." 

or 
"I have relied upon [name of accounting firm] for the substantial accuracy of the 

in-force records inventory and information concerning other liabilities, as certified 
in the attached statement. In other respects my examination included review of the 
actuarial assumptions and actuarial methods and tests of the actuarial calculations 
as I considered necessary." 

Such a section shall be accompanied by a statement by each person relied upon 
of the form prescribed by subsection (e) of this section. 

(6) The opinion paragraph should include the following: 
''In my opinion the reserves and related actuarial values concerning the statement 

items identified above: 
(A) are computed in accordance with presently accepted actuarial standards con- 

sistently applied and are fairly stated, in accordance with sound actuarial principles; 
(B) are based on actuarial assumptions which produce reserves at least as great 

as those called for in any contract provision as to reserve basis and method, and 
are in accordance with all other contract provisions; 

(C) meet the requirements of the insurance law and regulations of the state of 
[state of domicile] and are at least as great as the minimum aggregate amounts 
required by the state in which this statement is filed; 

(D) are computed on the basis of assumptions consistent with those used in 
computing the corresponding items in the annual statement of the preceding year- 
end (with any exceptions noted below); and 

(E) include provision for all actuarial reserves and related statement items which 
ought to be established. 

The reserves and related items, when considered in light of the assets held by the 
company with respect to such reserves and related actuarial items including, but 
not limited to, the investment earnings on such assets, and the considerations antici- 
pated to be received and retained under such policies and contracts, make adequate 
provision, according to presently accepted actuarial standards of practice, for the 
anticipated cash flows required by the contractual obligations and related expenses 
of the company. 

The actuarial methods, considerations and analyses used in forming my dpinion 
conform to the appropriate standards of practice as promulgated by the Actuarial 
Standards Board, which standards form the basis of this statement of opinion. 

This opinion is updated annually as required by statute. To  the best of my knowl- 
edge, there have been no material changes from the applicable date of the annual 
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I 
I 
I 

statement to the date of the rendering of this opinion which should be considered 
in reviewing this opinion. 1 

or 
The following material change(s) which occurred between the date of the statement 

for which this opinion is applicable and the date of this opinion should be considered I 
in reviewing this opinion: (Describe the change or changes.) 

(Note: Choose one of the above two paragaphs, whichever is applicable.) I The impact of unanticipated events subsequent to the date of this opinion is beyond 
the scope of this opinion. The analysis of asset adequacy portion of this opinion 
should be viewed recognizing that the company's future experience may deviate 
from assumptions used in the analysis. 

Signature of Appointed Actuary 

Address of Appointed Actuary 
I 

-- 
Telephone Number of Appointed Actuary" 

(c) Assumptions for New Issues.  he adoption for new issues or new claims 
or other new liabilities of an actuarial assumption which differs from a corresponding 

I 
assumption used for prior new issues or new claims or other new liabilities is not 
a change in actuarial assumptions within the meaning of this section. 

(d) Adverse Opinions. If the appointed actuary is unable to form an opinion, 1 
then he or she shall refuse to issue a statement of actuarial opinion. If the appointed , 

actuary's opinion is adverse or qualified, then he or she shall issue an adverse or 
i 

qualified actuarial opinion explicitly stating the reason(s) for such opinion. This I 

statement should follow the scope paragraph and precede the opinion paragraph. ! 

(e) Reliance on Data Furnished by Other Persons. If the appointed actuary i 
I 

does not express an opinion as to the accuracy and completeness of the listings and 
I I 

summaries of policies in force and/or asset oriented information, there shall be I 
attached to the opinion the statement of a company officer or accounting firm who 
prepared such underlying data similar to the following: 

"I [name of officer], [title], of [name of company or accounting firm], hereby 
affirm that the listings and summaries of policies and contracts in force as of 

i 
I 

December 31, [ 1, and other liabilities prepared for and submitted to [name of 
i 

appointed actuary] were prepared under my direction and, to the best of my knowl- 
edge and belief, are substantially accurate and complete. 

Signature of the Officer of the Company 
or Accounting Firm 1 
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Telephone Number of the Officer of the 
Company or Accounting Firm" I 

andlor 
"I, [name of officer], [title] of [name of company, accounting firm, or security 

analyst], hereby affirm that the listings, summaries and analyses relating to data 
prepared for and submitted to [name of appointed actuary] in support of the asset- 
oriented aspects of the opinion were prepared under my direction and, to the best I 

of my knowledge and belief, are substantially accurate and complete. 1 

Signature of the Officer of the Company, 
Accounting Firm or the Security Analyst 

Address of the Officer of the Company, 
Accounting Firm or the Security Analyst 

Telephone Number of the Officer of the Company, 
Accounting Firm or the Security Analyst" 

(Effective September 28, 1993) 

Sec. 38a-78-9. Description of actuarial memorandum including an asset ade- 
quacy analysis 

(a) General. 
(1) In accordance with subsection (b) of section 38a-78 of the Standard Valuation 

Law, the appointed actuary shall prepare a memorandum to the company describing 
the analysis done in support of his or her opinion regarding the reserves under an 
opinion pursuant to section 38a-78-8 of these regulations. The memorandum shall 
be made available for examination by the commissioner upon his or her request but 
shall be returned to the company after such examination and shall not be considered 
a record of the insurance department or subject to automatic filing with the commis- 
sioner. 

(2) In preparing the memorandum, the appointed actuary may rely on, and include 
as a part of his or her own memorandum, memoranda prepared and signed by other 
actuaries who are qualified within the meaning of subsection (b) of section 38a-78- 
5 of these regulations with respect to the areas covered in such memoranda, and so 
state in their memoranda. 

(3) If the commissioner requests a memorandum and no such memorandum exists 
or if the commissioner finds that the analysis described in the memorandum fails 
to meet the standards of the Actuarial Standards Board or the standards and require- 
ments of this regulation, the commissioner may designate a qualified actuary to 
review the opinion and prepare such supporting memorandum as is required for 
review. The reasonable and necessary expense of such independent review shall be 
paid by the company but shall be directed and controlled by the commissioner. 

(4) The reviewing actuary shall have the same status as an examiner for purposes 
of obtaining data from the company and the work papers and documentation of 
such reviewing actuary shall be retained by the commissioner; provided, however, 
that any information provided by the company to such reviewing actuary and included 
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in the work papers shall be considered as material provided by the company to the 
commissioner and shall be kept confidential to the same extent as is prescribed by 
law with respect to other material provided by the company to the commissioner 
pursuant to the statute governing this regulation. The reviewing actuary shall not 
be an employee of a consulting firm involved with the preparation of any prior 
memorandum or opinion for the insurer pursuant to this regulation for any one of 
the current year or-the preceding three years. 

(b) Details of the Memorandum Section Documenting Asset Adequacy Analy- 
sis. When an actuarial opinion under section 38a-78-8 of these regulations is pro- 
vided, the memorandum shall demonstrate that the analysis has been done in 
accordance with the standards for asset adequacy referred to in subsection (d) of 
section 38a-78-5 of these regulations and any additional standards under this regula- 
tion. It shall specify: 

(1) for reserves: 
(A) product descriptions, including market description, underwriting and other 

aspects of a risk profile and the specific risks the appointed actuary deems significant; 
(B) source of liability in force; 
(C) reserve method and basis; 
(D) investment reserves; and 
(E) reinsurance arrangements. 
(2) for assets: 
(A) portfolio descriptions, including a risk profile disclosing the quality, distribu- 

tion and types of assets; 
(B) investment and disinvestment assumptions; 
(C) source of asset data; and 
(D) asset valuation bases. 
(3) analysis basis: 
(A) methodology; 
(B) rationale for the inclusion/exclusion of different blocks of business and how 

pertinent risks were analyzed; 
(C) rationale for degree of rigor in analyzing different blocks of business; 
(D) criteria for determining asset adequacy; and 
(E) effect of federal income taxes, reinsurance and other relevant factors. 
(4) summary of results. 
(5) conclusion(s). 
(c) Conformity to Standards of Practice. 
The memorandum shall include the following statement: 
"Actuarial methods, considerations and analyses used in the preparation of this 

memorandum conform to the appropriate Standards of Practice as promulgated by the 
Actuarial Standards Board, which standards form the basis for this memorandum." 

(Effective September 28, 1993) 

Sec. 38a-78-10. Additional considerations for analysis 
(a) Aggregation. For the asset adequacy analysis for the statement of actuarial 

opinion provided in accordance with section 38a-78-8 of these regulations, reserves 
and assets may be aggregated by either of the following methods: 

(1) Aggregate the reserves and related actuarial items, and the supporting assets, 
for different products or lines of business, before analyzing the adequacy of the 
combined assets to mature the combined liabilities. The appointed actuary must be 
satisfied that the assets held in support of the reserves and related actuarial items t so aggregated are managed in such a manner that the cash flows from such aggregated 
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assets are available to help mature the liabilities from the blocks of business that 
have been aggregated. 

(2)  re reg ate the results of asset adequacy analysis of one or more products or 
lines of business, the reserves for which prove through analysis to be redundant, 
with the results of one or more products or lines of business, the reserves for which 
prove through analysis to be deficient. The appointed actuary must be satisfied that 
the asset adequacy results for the various products or lines of business for which 
the results are so aggregated: 

(A) are developed using consistent economic scenarios; or 
(B) are subject to mutually independent risks, i.e., the likelihood of events 

impacting the adequacy of the assets supporting the redundant reserves is completely 
unrelated to the likelihood of events impacting the adequacy of the assets supporting 
the deficient reserves. 

In the event of any aggregation, the actuary shall disclose in his or her opinion 
that such reserves were aggregated on the basis of method (I), (2) (A) or (2) (B) 
above, whichever is applicable, and describe such aggregration in the supporting 
memorandum. 

(b) Selection of Assets for Analysis. The appointed actuary shall analyze only 
those assets held in support of the reserves which are the subject for specific analysis, 
hereafter called "specified reserves." A particular asset or portion thereof supporting 
a group of specified reserves cannot support any other group of specified reserves. 
An asset may be allocated over several groups of specified reserves. The annual 
statement value o f t h e  assets held in support of thereserves shall not exceed the 
annual statement value of the specified reserves, except as provided in subsection 
(c) of this section. If the method of asset allocation is not consistent from year to year, 
the extent of its inconsistency should be described in the supporting memorandum. 

(c) Use of Assets Supporting the Interest Maintenance Reserve and the Asset 
Valuation Reserve. An appropriate allocation of assets in the amount of the Interest 
Maintenance Reserve (IMR), whether positive or negative, shall be used in any 
asset adequacy analysis. Analysis of risks regarding asset default may include an 
appropriate allocation of assets supporting the Asset Valuation Reserve (AVR); 
these AVR assets may not be applied for any other risks with respect to reserve 
adequacy. Analysis of these and other risks may include assets supporting other 
mandatory or voluntary reserves available to the extent not used for risk analysis 
and reserve support. The amount of the assets used for the AVR shall be disclosed 
in the Table of Reserves and Liabilities of the o~ in ion  and in the memorandum. 
The method used for selecting particular assets or allocated portion of assets shall 
be disclosed in the memorandum. 

(d) Required Interest Scenarios. For the purpose of performing the asset ade- 
quacy analysis required by this regulation, the qualified actuary is expected to follow 
standards adopted by the Actuarial Standards Board; nevertheless, the appointed 
actuary must consider in the analysis the effect of at least the following interest 
rate scenarios: 

(1) level with no deviation; 
(2) uniformly increasing over ten (10) years at a half percent per year and 

then level; 
(3) uniformly increasing at one percent (1%) per year over five (5) years and 

then uniformly decreasing at one percent (1%) per year to the original level at the 
end of (10) years and then level; 

(4) an immediate increase of three percent (3%) and then level; 



Sec. 38a-78 page 20 (9-98) 

1 38a-78-10 Insurance Department 

(5) uniformly decreasing over ten (10) years at a half percent per year and 
then level; 

(6) uniformly decreasing at one percent (1%) per year over five (5) years and 
i 

then uniformly increasing at one percent (1%) per year to the original level at the 
end of ten (10) years and then level; and 

(7) an immediate decrease of three (3%) and then level. 
For these and other scenarios which may be used, projected interest rates for a 

five (5) year Treasury Note need not be reduced beyond the point where such five 
(5) year Treasury Note yield would be at fifty (50%) of its initial level. 

The beginning interest rates may be based on interest rates for new investments 
as of the valuation date similar to recent investments allocated to support the product 
being tested or be based on an outside index, such as Treasury yields, of assets of 
the appropriate length on a date close to the valuation date. Whatever method is 
used to determine the beginning yield curve and associated interest rates should be 
specifically defined. The beginning yield curve and associated interest rates should 
be consistent for all interest rate scenarios. 

(e) Documentation. The appointed actuary shall retain on file, for at least seven 
(7) years, sufficient documentation so that it will be possible to determine the 
procedures followed, the analyses performed, the bases for assumptions and the 
results obtained. 

(Effective September 28, 1993) 

Minimum Reserve Standards for Individual and 
Group Health Insurance Contracts 

Sec. 38a-78-11. Introduction 
(a) Scope. Sections 38a-78-11 to 38a-78-16, inclusive, of these regulations shall 

apply to all individual and group health (accident and sickness) insurance coverages 
except credit insurance. 

When an insurer determines that adequacy of its health insurance reserves requires 
reserves in excess of the minimum standards specified herein, such increased reserves 
shall be held and shall be considered the minimum reserves for that insurer. 

With respect to any block of contracts, or with respect to an insurer's health 
business as a whole, a prospective gross premium valuation is the ultimate test of 
reserve adequacy as of a given valuation date. Such a gross premium valuation will 
take into account, for contracts in force, in a claims status, or in a continuation of 
benefits status on the valuation date, the present value as of the valuation date of: 
all expected benefits unpaid, all expected expenses unpaid, and all unearned or 
expected premiums, adjusted for future premium increases reasonably expected to 
be put into effect. 

Such a gross premium valuation is to be performed whenever a significant doubt 
exists as to reserve adequacy with respect to any major block of contracts, or with 
respect to the insurer's health business as a whole. In the event inadequacy is found 
to exist, immediate loss recognition shall be made and the reserves restored to 
adequacy. Adequate reserves (inclusive of claim, premium and contract reserves, 
if any) shall be held with respect to all contracts, regardless of whether contract 
reserves are required for such contracts under these standards. 

Whenever minimum reserves, as defined in these standards, exceed reserve 
requirements as determined by a prospective gross premium valuation, such mini- ( 
mum reserves remain the minimum requirement under these standards. 
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(b) Categories of Reserves. The following sections set forth minimum standards 
1 for three categories of health insurance reserves: 

Sec. 38a-78-13. Claim reserves 
Sec. 38a-78-14. Premium reserves 
Sec. 38a-78-15. Contract reserves 
Adequacy of an insurer's health insurance reserves is to be determined on the 

basis of all three categories combined. However, these standards emphasize the 
importance of determining appropriate reserves for each of the three categories sepa- 
ratel y. 

(c) Appendices. These standards contain two appendices: one is an integral part 
of the standards, and one is a "supplementary" appendix which is not part of the 
standards as such, but is included for explanatory and illustrative purposes only. 

Appendix A. Specific minimum standards with respect to morbidity, mortality 
and interest, which apply to claim reserves according to year of incurral and to 
contract reserves according to year of issue. 

A~pendix B. (Supplementary) Waiver of Premium Reserves. 
(Effective September 28, 1993) 

Sec. 38a-78-12. Definitions 
As used in Sections 38a-78-11 to 38a-78-16, inclusive of these regulations: 
(a) "Annual-Claim Cost" means the net annual cost per unit of benefit before 

the addition of expenses, including claim settlement expenses, and a margin for 
profit or contingencies. For example, the annual claim cost for a $100 monthly 
disability benefit, for a maximum disability benefit period of one year, with an 
elimination period of one week, with respect to a male at age 35, in a certain 
occupation might be $12, while the gross premium for this benefit might be $18. ( The additional $6 would cover expenses and profit or contingencies. 

(b) "Claims Accrued" means that portion of claims incurred on or prior to the 
valuation date which result in liability of the insurer for the payment of benefits 
for medical services which have been rendered on or prior to the valuation date, 
and for the payment of benefits for days of hospitalization and days of disability 
which have occurred on or prior to the valuation date, which the insurer has not 
paid as of the valuation date, but for which it is liable, and will have to pay after 
the valuation date. This liability is sometimes referred to as a Liability for "accrued" 
benefits. A claim reserve, which represents an estimate of this accrued claim liability, 
shall be established. 

(c) "Claims Reported" means when an insurer has been informed that a claim 
has been incurred, if the date reported is on or prior to the valuation date, the claim 
is considered as a reported claim for annual statement purposes. 

(d) "Claims Unaccrued" means that portion of claims incurred on or prior to 
the valuation date which result in liability of the insurer for the payment of benefits 
for medical services expected to be rendered after the valuation date, and for benefits 
expected to be payable for days of hospitalization and days of disability occurring 
after the valuation date. This liability is sometimes referred to as a liability for 
unaccrued benefits. A claim reserve, which represents an estimate of the unaccrued 
claim payments expected to be made (which-may or may not be discounted with 
interest), shall be established. 

(e) "Claims Unreported" means when an insurer has not been informed, on or 
before the valuation date, concerning a claim that has been incurred on or prior 
to the valuation date, the claim is considered as an unreported claim for annual 

\ statement purposes. 
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( f )  "Date of Disablement" means the earliest date the insured is considered as 
being disabled under the definition of disability in the contract, based on a doctor's 
evaluation or other evidence. Normally this date will coincide with the start of any 
elimination period. 

(g) "Elimination Period" means a specified number of days, weeks, or months 
starting at the beginning of each period of loss, during which no benefits are payable. 

(h) "Guarantee Duration" of a health insurance contract is the maximum number 
of years the health insurance contract can remain in force on the basis guaranteed 
in the contract. 

(i) "Gross Premium" means the amount of premium charged by the insurer. It 
includes the net premium (based on claim-cost) for the risk, together with any 
loading for expenses, profit or contingencies. 

Cj) "Group Insurance" includes blanket insurance and franchise insurance and 
any other forms of group insurance. 

(k) "Level Premium" means a premium calculated to remain unchanged through- 
out either the lifetime of the policy, or for some shorter projected period of years. 
The premium need not be guaranteed; in which case, although it is calculated to 
remain level, it may be changed if any of the assumptions on which it was based 
are revised at a later time. Generally, the annual claim costs are expected to increase 
each year and the insurer, instead of charging premiums that correspondingly increase 
each year, charges a premium calculated to remain level for a period of years or 
for the lifetime of the contract. In this case the benefit portion of the premium is 
more than is needed to provide for the cost of benefits during the earlier years of 
the policy and less than the actual cost in the later years. The building of a prospective 
contract reserve is a natural result of level premiums. 

(1) "Long-Term Care Insurance" means any insurance policy or rider advertised, ( 
marketed, offered or designed to provide coverage for not less than twelve (12) 
consecutive months for each covered person on an expense incurred, indemnity, 
prepaid or other basis; for one or more necessary or medically necessary diagnostic, 
preventive, therapeutic, rehabilitative, maintenance or personal care services, pro- 
vided in a setting other than an acute care unit of a hospital. Such term also includes 
a policy or rider which provides for payment of benefits based upon cognitive 
impairment or the loss of functional capacity. Long-term care insurance may be 
issued by insurers, fraternal benefit societies, nonprofit health, hospital, and medical 
service corporations, prepaid health plans, health care centers, or any similar organi- 
zation to the extent they are otherwise authorized to issue life or health insurance. 
Long-term care insurance shall not include any insurance policy which is offered 
primarily to provide basic Medicare supplement coverage, basic hospital expense 
coverage, basic medical-surgical expense coverage, hospital confinement indemnity 
coverage, major medical expense coverage, disability income or related asset-protec- 
tion coverage, disability income or related asset-protection coverage, accident only 
coverage, specified disease or specified accident coverage, or limited benefit 
health coverage. 

(m) "Modal Premium" means the premium paid on a contract based on a pre- 
mium term which could be annual, semi-annual, quarterly, monthly, or weekly. 
Thus, if the annual premium is $100 and if, instead, monthly premiums of $9 are 
paid then the modal premium is $9. 

(n) "Negative Reserve" means the value of the terminal reserve when it is a 
negative value. Normally the terminal reserve is a positive value. However, if the 
values of the benefits are decreasing with advancing age or duration it could be a 
negative value, called a negative reserve. 
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(0) : '.'Preliminary Term Reserve Method" means that the valuation net premium 
for each year falling within the preliminary term period is exactly sufficientto cover 
the expected incurred claims of that year so that the terminal reserves will be zero 
at the end of the year. As of the'end of the preliminary term period, a new constant 
valuation net premium (or streamof changing valuation premiums) becomes applica- 
ble 'such 'that the present vdue 'of all such.preiniums is equal to the present value 
of all claims expected to be incurred following the end of the preliminary teim period.  r resent value of Amounts Not ~ e i  Due on Claims" means the reserve for 
"claims unaccrued" '(see definition),which may <be discoun'ted :at'interest. , , 

(q) "Reserve" includes 'all items of benefit liability,' wheth'er in the nature of 
incurred claim liability, or in the, na tu~ ,of  contract liability relating to future periods 
of cove;age, and whether the liabiliifis accrued or unicirued: An insurer bnder its 
contracts promises benefits which result in: 

( I )  clainii which have be& incurred,that is, for ;which . . . . . .  the iisurer has'b&+ome 
obligated to make payment,-on or. ,p$or to the ,valuation date. 'On these claims, 
payments expected,.to- be made .afterthe,valuat~on.date for accrued and urnaccrued 
benefits are liabilities of the;,insurer which should be provided' for by,establishing 
claim reserves; or . . . . , ,. '. , . 

(2) claims which are expected to be,incurred.after the valuation date. Any present 
liability of the insurer for thesefuture claims should be.provided for by the establish: 
ment of contract reserves and unearned premium reserves: : r  . ? I ..(. 

(r) "Terminal Reserve" means the reserve atzthe end of a' contract year, and is 
defined as the present value of benefits expected, to be incurred after that, contract 
year minus the present value of future valuation net premiums. , 

(s) 'Unearned Premium Reseyey,',,means ,that portion pf the premium paid or ( due to the insurer ybich.is. applicable to the. period of cp~erage extending beyond 
the valuation date. Thus, if an annual premium of.$120 was paid.on November.1, 
$20 would be e&ned as,of December 31 and the remaining $100 would be unearned. 
The ,unearned premium reserve, could be .on a gross basis.as,in this example, or on 

. . .  . T . 
j . . '  . . . .  a valuation net premium .basis. . . .  ,. , . . 

(t) "Valuation Net Modal Premium'' means lhe modal .fraction of the valuation 
net annual premium that do~esponds to the gross inodal premium in effect on.any 
contract 'to 'which contract -reserbes app1y:'Thus;if the mode of payment in effect 
is quaiterly, the valuation- net inodal premium -is the quarterly equivalent' of 'the 

.<. ! '  ,, .: vduati6h 'net 'annual preinium. ; ' . ' 

. . .  (Effective September 28, 1993) 
;,:,:, , ,., :.<I: ; ,; , , . , !  . . '  ' . ' .  

Sec. 38a-78-13. claim reserves . . . .  p . . 
. . . .  , , . . i . .  , : ' '(a) .'General. ' . " '  . ' 

. . 

(1) Clajm reserves are reqdked for aiiii&rred . . .  but-unpaid claims oh 511 h4lth 
. . . , ,  , i ; ',, 

, . , .  . insurance !policies; 
(2) Appropriate claim expense reserves are required,with respect td the istimated 

expense of settlement of all ipcurrkd but unpaid clainis,"': " ' " "  " : ' , ' , ' . (3) All such ieserie; for prior valuation yFak itre to: be tksted f i r  ad&$ia<y and 
reasonableness along .the: .lines of c1,aim runoff -schedules i? accordan'ce with ,the 
statutory.financia1 statemenf including consideration~pf any residual unpaid liability. 

(b) Minimum Standards for Claim Reserves. . ;. . . . . 
. : 

., . ~ 

(1) Disability Income. ,,:$ .. ! : . . .  . . . .  . . I 

i . , : '(A), .Interest. The maximum interest rate for claim r~serves is specified in Appen- 
dixA. . . . .  . . . . . . . .  < .  . 

. .  , . . ,  . , . . ,  : :>i : .  
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(B) Morbidity. Minimum standards with respect to morbidity are those specified 
in Appendix A, except ,that, at the option of the insurer for the portion of claims ' 
payable within (i) three years for group disability income claims, or($ two years 
for all other disability claims, from the date of disablement, reserves may be based 
on the insurer's experience to the extent that such experience is credible, or, with 
the approval of the commissioner, upon other assumptions designed, to place a sound 
value on the liabilities. 

(C) Duration of Disablement. For contracts, with an elimination peripd, the dura- 
tion of disablement should be measured as dating from the time that benefits would 
have begun to accrue had there been no elimination period. 

(2) All Other Benefits. 
(A) Interest. The maximum interest rate for claim reserves is specified in Appen- . , . ,  

dix A. 
(B) Morbidity or Other Contingency. The reserve should be based on the insurer's 

experience, if such experience is considered credible, or upon other assumptions 
designed to place a sound value on the liabilities. 

(c) Claim Reserve Methods Generally. Any generally accepted orreasonable 
actuarial method or combination of methods ,may be used to estimate all claim 
liabilities. The methods used for estimating liabilities generally may be aggregate 
methods, or various reserve items may be separately valued. Approximations based 
on groupings and averages may also be employed. Adequacy of the claim reserves, 
however, shall be determined in the aggregate. 

(Effective September 28, 1993; amended December 2, 1998) 

Sec. 38a-78-14. Premium reserves ' ' -  

(a) General. ' . 

(1) Unearned premium reserves are required for all contracts with respect to the i 
period of coverage for which premiums, other than premiums paid in advance, have 
been paid beyond the date of valuation. 

(2) If premiums due and unpaid are carried as an asset, such premiums must be 
treated as premiums in force, subject to unearned premium reserve determination. 
The value of unpaid commissions, premium taxes, and the cost of collection associ- 
ated with due and unpaid premiums must be carried as an offsetting liability. 

(3) The gross premiums paid in advance for, a period of coverage commencing 
after the next premium due date which follows the date of valuation may be appropri- 
ately discounted to the valuation date and shall be held either, as a separate liability 
or as an addition to the unearned premium reserve which would otherwise be required 
as a minimum. 

(b) Minimum Standards for Unearned Premium ~eserves.  
(1) The minimum unearned premium reserve with respect to any contract is the 

pro rata unearned modal premium that applies to the premium period beyond the 
valuation date, with such premium determined on the basis of: , , 

(A) The valuation net modal premium on the contract reserve basis applying to 
the contract; or 

(B) The gross modal premium for the contract if no contract reserve applies. 
(2) However, in no event may the sum of the unearned premium and contract 

reserves for all contracts of the insurer subject to contract reserve requirements be 
less than the gross modal unearned premium reserve on all such contracts, as of 
the date of valuation. Such reserveshall never be less than the expected claims'for 
the period beyond the valuation date represented by such unearned premium reserve, 
to the extent not provided for elsewhere. , . , , 

(c) Premium Reserve Methods General1y:The insurer may employ .suitable(, 
approximations and estimates, including, but not limited to groupings, averages . 
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i 
and aggregate estimation, in computing premium reserves. Such approximations or 
estimates should be tested periodically to determine their continuing adequacy 
and reliability. 

(Effective September 28, 1993) 

Sec. 38a-78-15. Contract reserves 
(a) General. 
(1) Contract reserves are required, unless'otherwise specified in subdivision (2) 

of subsection (a) of this section for: 
(A) all individual and group contracts with which level premiums are used; or 
(B) all individual and group contracts with respect to which, due to the gross 

premium pricing structure at issue, the value of the future benefits at any time 
exceeds the value of any appropriate future valuation net premiums at that time. 
The values specified in this subdivision shall be determined on the basis specified 
in subsection (b) of this section. 

(2) Contracts not requiring a contract reserve are: 
(A) Contracts which are not guzranteed renewable after one year from issue: or 
(B) Contracts already in force on the effective date of these standards for which 

no contract reserve was required under the immediately ~ r e c e d i n ~  standards. 
(3) The contract reserve is in additionto, claim reserves and premium reserves, 
(4) The methods and procedures for contract reserves should be consistent with 

those for claim reserves for any contract, or else 'appropriate adjustment must be 
made when necessary to assure provision for the aggregate liability. The definition 
of the date of incurral must be the same in 'both determinations. 

(b) Minimum Standards for Contract Reserves'. 
(1) Basis. 
(A) Morbidity or'other Contingency. Minimum standards with respect morbid- 

ity are those set forth in Appendix A. Valuation net premiums used under each 
contract must have a structure consistent with the gross premium structure at issue 
of the contract as this relates to 'advancing age of insured, contract duration and 
period for which gross premiums have been calculated. 

Contracts for which tabular morbidity standards aie not specified in Appendix A 
shall be valued using tables established for reserve purposes by a qualified actuary 
and acceptable to the Commissioner. 

(B) Interest. The maximum interest iate isspecified in Appendix A. 
(C) Termination Rates. Termination ,rates used in the computation of reserves 

shall be on the basis o f a  mortality table as specified in Appendix A except asnoted 
, . . .  

in the following paragraph. 
Under contracts for which premium rates &e not g"aranteed, and where the efficts 

of insurer underwriting are specifically used by policy duration in the valuation 
morbidity standard, or for return of premium or other deferred cash benefits, total 
termination rates may be used at ages and durations where these exceed specified 
moftality table rates, but not in excess of thelesser of: 

(i) eighty percent of the total termination rate used in the calculation of the gross 
. . I 

premiums; or 
(ii) eight percent. 
Where a morbidity standard specified in Appendix A is on an aggregate basis, 

such morbidity standard may be adjusted to reflect the effect of insurer underwriting 
by policy duration. The adjustments must be appropriate to the underwriting and 
be acceptable to the commissioner. 

(D) Reserve Method. 
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(i) For insurance except long-term care, the minimum reserve is the reserve 
calculated on the two-year full preliminary term method; that is, under which the ( 

terminal reserve is zero at the first and also the second contract anniversary. 
(ii) For long-term care insurance, the minimum reserve is the reserve calculated 

on the one-year full preliminary term method. 
(iii) For return of premium or other deferred cash benefits, the minimum reserve 

is the reserve calculated as follows: On the one y e s  prelipinary term method if 
such benefits are provided at any time before the twentjethanniversary; 

On the two year preliminary ,term method if such benefits are only provided on 
. . 

or after the twentieth anniversary. 
The preliminary term method may be applied only in relation to the date of issue 

of a contract. Reserve adjustments introduced later, as a result of rate increases, 
revisions in assumptions (e.g., projected inflation rates) or forother reasons, are to 
be applied immediately 'as of the effective date of adoption of the adjusted basis. 

(E) Negative ~ese rves .  Negative reserves on any benefit may be offset against 
positive reserves for other benefits in the same contract, but the total contract reserve 
with respectto all benefits combined may not be less than zero. 

(c) Alternative Contract Reserve Valuation Methods and ~ s s u m ~ t i o n s  Gen- 
erally. Provided the contract reserve on all contracts to which analternative method 
or basis is applied is not less in the aggregate thanthe'arnount determined according 
to the applicable standards specified above, an' insurer 'may use any reasonable 
assumptions as to in'terest rates, termination andlor mortality 'rates,' and rates of 
morbidity or other contingency. Also, subject to the preceding condition, the insurer 
may employ methods other than the inethods stated above in determining 'a sound 
value of its liabilities under such contracts,:including, but not limited to the following: ; 

the net level premium method; the one-year full preliminary term method; prospec- ( 
tive valuation on the basis of actual gross premiums with reasonable allowance for 
future expenses; the use of approximations such as those involving age groupings, 
groupings ofseveral years 'of issue, average amounts of indemnity, grouping .of 
similar contract forms; the computation of the reserve for one contract benefit as a 
percentage of, or by other relation to, the aggregate contract reserves exclusive of 
the benefit or benefits so 'valued; and the use of a composite annual claim cost for 
all or any combination of the benefits included inthe  contracts valued. 

(d) Tests For Adequacy and Reasonableness of Contract Reserves. Annually, 
an appropiate review shall be made of the insurer's prospective contract liabilities 
on contracts valued by' tabulaf reserves, to determine the continuing adequacy and 
reasonableness of the tabular reserves givingcolisideration to future gross premiums. 
The insurer shall make appropriate increments.to such tabular reserves if such, tests 
indicate' that the basis of such reserves is no longer adequate; subject, however, to 
the @nimum standards of subsection (b) of this section. ' . 

In the event a company has a contract or a group of related similar con,Facts, for 
which future gross premiums will be restricted by, contract, 'insurance department 
regulations, or for other reasons, "such that the future'gross premiums, reduced by 
expenses for administration, commissions, and taxes 'will be insufficent to cover 
future claims, the company shall establish contract reserves for such shortfall in 
the aggregate. 

(Effective September 28, 1993) ' ' 

Sec. 38a-78-16. Reinsurance . , 

Increases or offsetting credits to reserves because of reinsurance assumed or 
reinsurance ceded, must be determined in a manner consistent with minimum reserve \ 
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standards and with all applicable provisions of the reinsurance contracts which affect 
the insurer's liabilities. , 

(Effective September 28, 1993) 

Appendix A 

Specific Standards for Morbidity; 1;te&st And Mortality . ' 

1. Morbidity. 
(a) Minimum morbidity standards'for valuation' of specified individual contract 

health insurance benefits are as follows (references to Commissioners' Table refers 
to the valuation table version as opposed to the basic table version a s  applicable): 

(1) Disability Income Benefits Due to Accident or Sickness. 
(A) Contract Reserves: . . . . 
Contracts issued on or after January 1, 1965 and prior to January 1, 1986: 
The 1964 Commissioners Disability Table (64 CDT) . . . . 

Contracts issued on or after January 1, 1994: 
The 1985 Commissioners Individual Disability Tables A (85CIDA); or , 
The 1985 Commissioners Individual :Disability Tables B, (85CIDB). 
Contracts issued during 1986 through 1993: 
Optional use of either the 1964 Table or the 1985 Tables. 
Each insurer shall elect, with respect td. qlindividual contracts issued in any one 

statement year, whether it will use Tables A'oi Tables B asin th$'$nimurn, standard. 
The insurer may, however, elect to use other tables with r&pect to any'subsequent 

, , ... . . . . ;  
statement year. * .  

. . ,  .- . , .  

(B) Claim Reserves: 
The pinigum morbidity standard in effect for contract res&ves , .  . oh' cuikntiy 

issued contracts, as of the date the.claim is incurred. . . . . 

(2) Hospital Benefits, Surgical Benefits and Maternity Benefits'(Schedu1ed bene- 
fits or fixed time period benefits only). . . . > 

. , - .  
(A) Contract Reserves: ; 

. ., . : . 

Contracts issued on or after January 1, 1955, and before January'lj 1982: 
The 1956 Intercompany Hospital-Surgical Tables. 
Contracts issued on or after 3anuary 1, 1982: , :- ' !  '.' , I , .  : . .  ,.. , 

The ,1974 Medical ExpenseLTab1es, Tab1e.A; Transactions of the" Society of 
Actuaries, Volume XXX, pg.63.Refer to'the,-papet (in the same volume, pg. -9) to 
which this 'table is ;appended; ,includilig its discussions, for methods of adjustment 
fot benefits' not directly valued in Table A: ."Developmentof the.:1974 Medical 

. . .  Expense Benefits," .Houghton and W,olf.. :.: . . :.!I .. i.. .. ! .  . . . : 
(B) Claim Reserves: : :  . .. >,  . . . , . ::.. .... . . 

No specificistandard. See (5) .  , , .., , . . .  . , , : / >, 

(3) Cancer Expense Benefits.:.(Scheduled.benefits or fixed time period 'benefits 
. / . . . , . I . ,  only) .... ! . . . . . .. . . . . ,  , . .  i ? . . . . .. : : , _  

(A) Contract Reserves: . , . : , ' . . . ( . , . . ,  . , . . 

Contracts issued on or after January 1, 1986: .'. . . ,  ,.;.. . : 

The -1 985 NAIC .Cancer Claim Cost Tables.. . .. . .. . , 
(B) 'Claim Reserves: ; : , .  . . . . .  . , ,  : . . .. . i . '  ' . - .  

, .' No specific standard. See (5) , . .:. . . . . ! .,, ; , '.', - i . -; . .  - 

(4) .Accidental Death Benefits. , , , , : . . . , .: .!. ' . . :  I 
,.., , . . , ' (A) ~ o n ~ a c t ' ~ e s e r v e s :  : . $  . , ,  , , . : .: . . . ,, - . ,  , . . , % .  , .  . 

Contracts issued on or after January 1, 1965: . . ' .  . ' . . 

The 1959 Accidental Death Benefits Table. ' " .. .. . . .  
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(B) Claim Reserves: 
Actual amount incurred. i 
(5) Other Individual Contract Benefits. 
(A) Contract Reserves: 
For all other individual contract benefits, morbidity assumptions are to be deter- 

mined as provided in the reserve standards. 
(B) Claim Reserves: 
For all benefits other than disability, claim reservks are to be determined as 

provided in the standards. . . . . 

(b) Minimum morbidity standards for valuation of specified group contract health 
insurance benefits are as follows: - - 

(1) Disability Income Benefits Due to Accident or Sickness. 
(A) Contract Reserves: 
Contracts issued prior to, January 1, 1994: The same basis, if any, as that employed 

by the insurer as of January 1, 1994; 
Contracts issued on or after January 1, 1994: 

- The 1987 Commissioners Group  isa ability Income Table (87CGDT). 
(B) Claim Reserves: 
For claims incurred on  or after January 1, 1994: 
The 1987 Commissioners Group Disability 1ncome.Table (87CGDT); 

.~ 
For cl@ms'incu~ed prior to ~ a n u a r ~  1, 1994: 
Use of the 87CGDT is optional. . .  ' 

(2) Other Group Contract Benefits. 
(A) Contract Reserves: 
~o r ' a l l  otheigroup contract benefits, morbidity (ssumbtions are to be det'e-ned . . / 

as provided,in the reserve standards. : . . 
(B) Claim Reserves: .. . , ,  

For all benefits other than disability, claim reserves are to 'be dete-ned as 
provided in the standards. . , : . .  . . 

11. Interest. ,, : . . . . .  . ~ . . 

(a) For contract reserves the maximum interest rate is the maximum rate permitted 
by law in the valuation of annualpremium,ordinary life insurance for appropriate 
jpaiantee duration and issued on the same date ,as  the health insurance contract. 

(b) For claim reserves: on policies for. which contract reserve is required, the 
maximum interest rate is. the maximum rate. permitted by law i n  the valuation of 
annual premium ordinary life insurance for appropriate guarantee duration and issued 
on the same day as the claim incurral date. 

(c) For claim reserves on policies for which no contract reserve is required, the 
maximum interest rate is the maximum rate permitted by law in the valuation of 
single premium immediate annuities issued on the same date as the claim incurred 
date, such rate reduced by one hundred basis points (1%). - .:.i , i .  

~. . . .  . 111. Mortality. .. , . .  
(a) The mortality basis used shall -be according to"a table .(but without use of 

selection factors) permitted by law for the valuation of ordinary life'insence issued 
on the same date as the health insurance contract. ' , f <  : 

% 

, . 

(b) Subject to approval of the commissioner, other mortality Gblei'adopted by 
the NAIC and promulgated by the Commissioner may be issued in the calculation 
of the minimum reserves if appropriate for the type of benefits;. ' . . , 

. -. ,: , .. . : .  
h . , . .  (Amended June 22, 1995) ' i t .  ' . . 

( 
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Appendix B 
; 

Reserves for Waiver of Premium (Supplementary explanatory material.) 

Waiver of premium reserves involve several special considerations. First, the 
disability valuation tables promulgated by the NAIC are based on exposures that 
include contracts on premium waiver benefit status as in-force contracts. Hence, 
contract reserves based on these tables are NOT reserves on "active lives" but 
rather reserves on contracts "in force." This is true for the 1964 CDT and for both 
the 1985 CIDA and CIDB tables. 

Accordingly, tabular reserves using any of these tables should value reserves on 
the following basis: 

Claim reserves should include reserves for premiums expected to be waived, 
valuing as a minimum the valuation net premium being waived. 

Premium reserves should include contracts on premium waiver benefit status as 
in-force contracts, valuing as a minimum the unearned modal valuation net premium 
being waived. 

Contract reserves should include recognition of the waiver of premium benefit 
in addition to other contract benefits provided for, valuing as a minimum the 
valuation net premium to be waived. 

If an insurer is, instead, valuing reserves on what is truly an active life table, or 
if a specific valuation table is not being used but the insurer's gross premiums are 
calculated on a basis that includes in the projected exposure only those contracts 
for which premiums are being paid, then it may not be necessary to provide specifi- 
cally for waiver of premium reserves. Any insurer using such a true "active life'' 
basis should carefully consider, however, whether or not additional liability should / be recognized on account of premiums waived during periods of disability or during 
claim continuation. 

(Effective September 28, 1993) 

Mortality Tables: Minimum Reserve Liabilities . , 

Former Section New Section 
38a-78-1 (re: Mortality Tables) 

9 9 

38a-78-17 
38a-78-2 ( 

9 9 
1 38a-78-18 

38a-78-3 ( ) 38a-78-19 . . 
38a-78-4 ( ,, 

7 ,  
1 38a-78-20 

38a-78-5 ( . 2 ,  
) 38a-78-21 

38a-78-6 ( 1 38a-78-22 
38a-78-7 ( ) )  . ) 38a-78-23 , ' 

38a-78-8' ( 7 7  . ) 38a-78-24 . , 

8 .  9 7  ! 38a-78-9 ( ) 38a-78-25 ' - ' 

(Effective October 21, 1994) 

NAIC Model Regulation Permitting SmokerlNonsmoker ~ o i t a l i t ~  ' ,  

Tables for Use in Determining Minimum Reserve Liabilities , , '  ' 

,. . 
Sec. 38a-78-17. Purpose 

The purpose of Sections 38a-78-18 to 38a-78-20, inclusive, is to permit the 
use of mortality tables that reflect differences in mortality between smokers and 
nonsmokers in determining minimum reserve liabilities for plans of insurance with 

,, . separate premium rates for smokers and nonsmokers. . , 

(Effective September 25, 1992) : 
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Sec. 38a-78-18. Definitions 
As used in Sections 38a-78-19 and 38a-78-20: 

I 

(a) "1980 CSO Table, with or without Ten-Year Select Mortality Factor" means 
that mortality table, consisting of separate rates of mortality for male and female 
lives, developed by the Society of Actuaries Committee to Recommend New Mortal- 
ity Tables for Valuation of Standard Individual Ordinary Life Insurance, incorporated 
in the 1980 NAIC Amendments to the Model Standard Valuation Law and Standard 
Nonforfeiture Law for Life Insurance, and referred to in those models as the Commis- 
sioners 1980 Standard Ordinary Mortality Table, with or without Ten-Year Select 
Mortality Factors. The same select factors will be used for both smokers and 
nonsmokers tables. 

(b) "1980 CET Table" means that mortality table consisting of separate rates 
of mortality for male and female lives, developed by the Society of Actuaries 
Committee to Recommend New Mortality Tables for Valuation of Standard Individ- 
ual Ordinary Life Insurance, incorporated in the 1980 NAIC Amendments to the 
Model Standard Nonforfeiture Law for Life Insurance, and referred to in those 
models as the Commissioners 1980 Extended Term Insurance Table. 

(c) "1958 CSO Table" means that mortality table developed by the Society of 
Actuaries Special Committee on New Mortality Tables, incorporated in the NAIC 
Model Standard Nonforfeiture Law for Life Insurance, and referred to in that model 
as the Commissioners 1958 Standard Ordinary Mortality Table. 

(d) "1958 CET Table" means that mortality table developed by the Society of 
Actuaries Special Committee on New Mortality Tables, incorporated in the NAIC 
Model Standard Nonforfeiture Law for Life Insurance, and referred to in that model 
as the Commissioners 1958 Extended Term Insurance Table. 

(e) The phrase "smoker and nonsmoker mortality tables" refers to the mortality 
tables with separate rates of mortality for smokers and nonsmokers derived from 
the tables defined in subsections (a) through (d) of this section which were developed 
by the Society of Actuaries Task Force on Smoker/Nonsmoker Mortality and recom- 
mended by the NAIC Technical Staff Actuarial Group. 

(f) The phrase "composite mortality tables' ' refers to the mortality tables defined 
in Subsections (a) through (d) of this section as they were originally published with 
rates of mortality that do not distinguish between smokers and nonsmokers. 

(Effective September 25, 1992) 

Sec. 38a-78-19. Alternate tables 
(a) For any policy of insurance delivered or issued for delivery in this state on 

or after the date of election pursuant to Section 38a-439 (e) (11) of the General 
Statutes for that policy form, but prior to January 1, 1989, a company may, subject 
to the conditions of Section 38a-78-20, substitute for use in determining minimum 
reserve liabilities: (1) the 1958 CSO Smoker and Nonsmoker Mortality Tables for 
the 1980 CSO Table, with or without Ten-Year Select Mortality Factors; and (2) 
the 1958 CET Smoker and Nonsmoker Mortality Tables for the 1980 CET Table. 
Provided that for any category of insurance issued on female lives with minimum 
reserve liabilities determined using the 1958 CSO or 1958 CET Smoker and Non- 
smoker Mortality Tables, such minimum values may be calculated according to an 
age not more than six years younger than the actual age of the insured. Provided 
further that the substitution of the 1958 CSO or 1958 CET Smoker and Nonsmoker 
Mortality Tables is available only if made for each policy of insurance on a policy 
form delivered or issued for delivery on or after the operative date for that policy ( 
form and before a date not later than January 1, 1989. 
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(b) For any policy of rnwrttncc delikcreii or is\ued for deltvcrj in thi\ state on 
or after the date uf election pursuant to Section 3Ra--239 (e) ( 1  1 )  of the (;enera1 
Statutes for that policy form, a company may, sub6ect to the cnntlitioos stated 1n 
Secrlon Ma-78-20. substitute for use rn dcterr~in~ilg mintmum rcsewe Ilnh~litie\. 
(1) the 1980 6'50 Smoker and Nonsmoker hfoi.cal)t] T~~bles ,  wtdi or witho~lt -1'en- 
Yeitr Sdect Mortality Fxtors. for the 1980 CSO Trrbie, with or urtltout Ten-Year 
Sclect Mortality I+nctors; and (21 tile 1980 CIIT Srnr-rker and Koricit~oker Mortality 
Table5 for the 1980 CET 'Table. 

(t:lfwr!ir Scptcrrikr 25, 1092) 

See, 3%-78-20. Conditions 
For each plan of tnsurancc u ith wpartratc rate\ for smobcr and nonsmokers, an 

insurer may: (a) use colrrpc)sltc mortnlrty tables to detertninc lrntnlrrlurrl rcszrvc 
liabilirlca; (b) u\e smoker and nomrr~aker niortaliry tables to determine the \.alu;rtirjrt 
of  net premrumc and addit~i~nal minimum rP.\rrtc.s, if any. required by \ubsection 
(11) ofscctron 383-78 ofthe Cor~neoticut General Sti~tutes and use cornp\ial: rnortnlity 
tables lo determine the bas re min inturn rcserves or jc) U ~ C  si~loktr and nonsmoker 
rtion:il~ty to determine inlnlrnunl r e w v c  Iiitb~l~tiea. 

(t:ffcctripc Selttetrttw 25, 1')1?12) 

NAIC Model Rcgulatiun for Recognizing New Annuity Mortality 
Tables For Use Y n  Determining Reserve 1,iabilities for Annuities 

Ser. 38a-78-21. Purpose 
The purpse  of Seerton\ 383-78-22 to 383-78-29, inclusive. ii to recognuc the 

following mortality table5 for krse in determinrng the niinirntlm 5tand:n.d of valudtion 
for annuity and pure endotvmcnt ~OnfritL'tb: the 1083 'fable ";I"; [tic 1983 Cirotip 
Attnuity Mortalrly (198 1 G111\.1) T:tblr.: the Annuit) 2(1(K) Mor~dity 'Fable, and the 
I 994 Grtrup Annuity Reserving ( I 99-2 C;S\R] Table. 

t lrl teetc.tl\cs Scperrrtwr 25. LiY))?. .imi.nde.cf i>rien~twr 2 .  199hf 

See. 38a-78-22. 1)cfinitions 
A s  used in Sections ?%a-78-13 and 38a-78-24. 
(a) " 1983 Table 'a' " nlean\ that rnorr:tIiry f:tble developed by the Societ! of 

Actuaries Cornn~iucc to Recomment1 a Nett. hloflality Basis for Individual Annuity 
Valuation and adopted as a rt!cot;lrti/cci mortalit) tiiblc: for :tnnuities in  J unt. 19882 
by the Kiitionat A\~ociaeion nF In\unlnec Commis\ioners 

( h )  " 1083 GAM Xl'ahFc" mean\ that rilortalrty table developed by the Society c~f 
Act uitrie? Comrtiiltee on Annuities and adopted as a recognized mortality tahlc for 
annuities in Decetr~bcr 1983 hg the N:~tional A r \ r ~ ' ~ a ~ i o n  of In,urnncc ('c)tnmi\- 
SlOll2f3. 

(c) " I991 GAR Tablc" inran$ that ~rmrtal~ty tabit: dc.,elopt.d by the Society csF 
Actttaries Ciroup Annuity Valuarion Table Task Force md adopted as rt recognired 
ntot-tnlity able for :tnniiit~i?s in Duocmber I9cSti hy the Natiitnal As~ce~aticrn ol' 
Insurance Con~missloners. 

[ti) "'Annuity 2(#W) h401-tAity Tahie" Ineans that rriitrtaiiry table ~ieveloped by 
ttrt! Swiety ctf Aauriries Cttrnmlttee o n  I i f c  1nsur:incr Rerearc11 and adopted as ;r 
r e c o g n ~ ~ d  niortalt~ y tabfe far iinnu~ ties in Decenther 1996 by the Nat~onal Arsixizi- 
tion of" i r r s u r ~ ~ ~ c e  Commissioners. 

(I ff'cetrke Sep!c!nkr 75 1W2. J I I I C I I C I L ' ~  I>&c~rlbtc 2 ,  I W X )  
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5 38.1-78-23 - lncirrsnt c I)i.prtacmcrit 

Src. 38a-78-23. Individual annuity or pure enduwment contracts 
(a) Elroept as prav~drd in subsectiotls (h) and (c) of thib \cctioti. rhr 1933 Table 

"a" is recogni~ed anrf :ipprovrd as an in&\ dual ilnrruity rnurrslity table for  i:~\u;itiori 
atlci. nr the ttptic>t~ o f  tlic company, may tK: used for purpc~~es of dctsrnzlnlng the 
minitntlm st:iridarci ol' \aluation hi any indivttiual anrluity or pure ~ n d ~ w n ~ e n t  
conlract isstird on o r  after October 1 .  198 1 ,  

(h)  Exccpt us provided in  suhwction (c) of this section. either the 1983 Ttble 
"a" or the Artnutiy 3000 hlortality 'T'able shall be used for detcm~ining tRerntntrtlum 
standard d \aluation for :in! indisidual annuitj o r  pure endoumt.nt contract rssued 
on or afkr Ilecsembcr 3 1. 1985. 

(cl Except 3b pn)viderl 11% subsectic~n (df of this section. the Ati~iuity 2WO blonaltry 
Ttrhlc. \hall bc used for detcrn~ining the rrlinin~urtt standard of valuatron for any 
inti~\.itlual zmnuity or ptire cndo\ktnent coiltract is.;ued on or after January I . 1 '3%). 

t r f )  'The 1983 Tiibltt ":t" 'airhout projection la to lw tlsed for dctmntning the 
mrnianum \tanclarcis rtf valuattorr fur aizy individttal arint~ity or purr endowment 
ccsnltact issued on or a6c.r January 1. 1999, solely when tlte contract i s  ba\cd on 
I~ te  contingencrr\ and I \  issued t o  fund perictrllc benefits itrising f!*c)m. 

( 1 ) Seltferrtentc ot \:tritrus forms of  claim^ perta~ning to court ssltlemenrl; or out 
o! tour[ ccttlrtncrlts frrtnt Lorl actions, 

( 2 )  Setrl6rrrcnt\ invol\*tng 9irnilar actkoric such a% wor!di5$ conlpnsadon chims: or 
(3'1 Settlenrurtts of Iurlp relt-il di4abiltty cl,~irm wlkerc :r teti~porary or lik annuiiy 

liac heert useti it1 het~ of ,t'eo!aiinulng dtaab~iit) p;rjrnrnlc, 
is fte~rrac Scpr rn~kr  35 L9')Z .in~rndrrl I k c m h r  2 .  1Yk)Yi 

See. 3Xri-78-24, Grtrup annuity or pure endowxnerlt ctmtricts 
(a1 Exctlpl 21s pro\ idc0 in hulsscct~cjixs (h) ancl (c 1 of this sectio~l. the ltlti? GAM 

*I'ablc, the 19x3 T;it~lc "a'' and the 1994 GAR Tahle arc receynire~i an4 ;ij>pru\ed 
a\  group :rnnuity rnortali?y tables for a1u:ifitan ;tnd, a[ the optioi) of the compirnj. 
.tny of  the\c table5 may be tiset1 fur purpokes of  valu,~tior~ fur any :titnuity or purl: 
enrlrwrrtent purctl:nscd rpn or after Octvbrr I .  1981 undcr a yrtmp nnnuttj 01' pure 
cildawmenr ~r>ntr;tci. 

tb) lSxcepi as prot idctl 111 suhbecriori fc) of tht\ scction, cithcr tllc 1983 GAhq 
T,thlc or ~ h c  19(14 (it1 t2 '1-ahie shall be used for tletersr~~nra~g the nunimurn 5tai1daii 
of 5 tt:talt.rst for :in!, :ii~niltty purr endor\ nwnt purcha\ed on oa rtfter J;inuary I ,  
1'986 unrlcr a groitp annuity or  purc cndo\r tiiertt cc.)ttiract 

jc! ( 1 )  TIw 1993 CiL\K 'Tiihlr shall ht. u\L'J tor cletel~;iining the minimtlrn standrid 
of \altlstion for any :tnrtuir.r or pule c.ntlo\% rmcnr purchv\cd tlrt or aficr Janu;uy 1 ,  
1999 under v gsoup onncltt) or pure cndo\$ mcnt ctmtracr. 

( 2 )  In usitlg frhc 1004 GAR Tghlc. ihc nic>rtaiit) rate fix rl prt")on agc x t n  yea['  
(1004 + rt) i, ca!culute.d :I\ follows 

Sec. 38a-78-25. Sepitrabiiit? 
If ally prcsvlsion of this liegulatiun or the ;tppliuation ll~crcftf to m y  person rlr 

circumst:~ncc\ is for urly rr;i\un held lo in\ tllirl, the rt-xrkaintfcr of' thc regulitlinii 
and the applicaticjn of' \uch pruvlsrort to other persons or ci~curn\tanczc shall not 
he ;ittected tllerrhj 

t iiliuct~\c S~~()tcrtitwr 2.5, lW2)  


